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Civil Reserve Air Fleet (CRAF) Pro-
gram. The Civil Reserve Air Fleet 
(CRAF) is a wartime readiness pro-
gram, based on the Defense Production 
Act of 1950, as amended, (50 U.S.C. App. 
2601 et seq.), and Executive Order 13603 
(National Defense Resource Prepared-
ness), March 16, 2012, to ensure quan-
tifiable, accessible, and reliable com-
mercial airlift capability to augment 
DoD airlift and to assure a mobiliza-
tion base of aircraft available to the 
Department of Defense for use in the 
event of any level of national emer-
gency or defense-orientated situations. 
As a readiness program, CRAF quan-
tifies the number of passenger and 
cargo commercial assets required to 
support various levels of wartime re-
quirements and thus allows DoD to ac-
count for their use when developing 
and executing contingency operations/ 
war plans. The CRAF is composed of 
U.S. registered aircraft owned or con-
trolled by U.S. air carriers specifically 
allocated (by FAA registration num-
ber) for this purpose by the Depart-
ment of Transportation. As used here-
in, CRAF aircraft are those allocated 
aircraft, which the carrier owning or 
otherwise controlling them, has con-
tractually committed to the DoD, 
under stated conditions, to meet vary-
ing emergency needs for civil airlift 
augmentation of the military airlift 
capability. The contractual commit-
ment of the aircraft includes the sup-
porting resources required to provide 
the contract airlift. In return for a 
commitment to the CRAF program, 
airlines are afforded access to day-to- 
day business under various DoD con-
tracts. 

Historical Costs. Those allowable costs 
for airlift services for a 12 month pe-
riod, gathered from Department of 
Transportation (DOT) Uniform System 
of Accounts and Reports (USAR) (here-
inafter referred to as ‘‘Form 41’’) re-
porting (required by 14 CFR parts 217 
and 241). 

Long-range aircraft. Aircraft equipped 
with navigation, communication, and 
life support systems/emergency equip-
ment required to operate in trans-oce-
anic airspace, and on international 
routes, for a minimum distance of 3,500 
nautical miles, while carrying a pro-
ductive payload (75 percent of the max-

imum payload it is capable of car-
rying.) Additionally aircraft must be 
equipped and able to operate worldwide 
(e.g., in EUROCONTROL and North At-
lantic Minimum Navigation Perform-
ance Specification airspace and possess 
the applicable VHF, Mode-S, RNP, and 
RVSM communication and navigation 
capabilities.) 

Memorandum of Understanding with 
attachment (MOU). A written agree-
ment between certificated air carriers 
willing to participate in the CRAF pro-
gram and USTRANSCOM with the pur-
pose of establishing guidelines to fa-
cilitate establishment of rates for air-
lift services (e.g., passenger, cargo, 
combi, and aeromedical evacuation.) 

Operational data. Those statistics 
that are gathered from DOT Form 41 
reporting, USTRANSCOM reported 
monthly round trip (S–1) and one-way 
(S–2) mileage reports, monthly fuel re-
ports or other data deemed necessary 
by the USTRANSCOM contracting offi-
cer. 

Participating carriers. Any properly 
certified and DoD approved air carrier 
in the CRAF program which complies 
with the conditions of the MOU and 
executes a USTRANSCOM contract. 

Projected rates. The estimated rates 
proposed by carriers based upon histor-
ical cost and operational data as fur-
ther described in § 243.4(a) through (g). 

Ratemaking methodologies. The meth-
odologies agreed to by USTRANSCOM 
and air carriers in the MOU for the 
treatment of certain cost elements to 
determine the estimated price for the 
DoD for airlift services. 

Short-range aircraft. Aircraft equipped 
for extended over-water operations and 
capable of flying a minimum distance 
of 1,500 nautical miles while carrying a 
productive payload (75 percent of the 
maximum payload it is capable of car-
rying). 

§ 243.4 Ratemaking procedures for 
Civil Reserve Air Fleet contracts. 

The ratemaking procedures con-
tained within this section apply only 
to Airlift Service contracts awarded 
based on CRAF commitment. Competi-
tively awarded contracts may be used 
by the Department of Defense when it 
considers such contracts to be in the 
best interest of the government. See 
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§§ 243.5(b) and 243.6 for exclusions to 
ratemaking. 

(a) Rates of payment for airlift services. 
USTRANSCOM may utilize the prin-
ciples contained in the Federal Acqui-
sition Regulation (FAR), as supple-
mented, in establishing fair and rea-
sonable rate of payments for airlift 
service contracts in support of CRAF. 
Specific exceptions to FAR are noted 
in § 243.8 of this rule. To facilitate uni-
formity within the ratemaking process, 
USTRANSCOM will execute a MOU 
with air carriers to institute the basis 
for methods upon which the rates will 
be established. An updated MOU will be 
executed as warranted and published 
for public comment on FedBizOps. 
Under the MOU, air carriers agree to 
furnish historical cost and operational 
data, as well as their projected rates 
for the ensuing fiscal year. 
USTRANSCOM will conduct a review 
of air carriers’ historical and projected 
costs and negotiate with the carriers to 
establish rates using ratemaking meth-
odologies contained in the attachment 
to the MOU. 

(b) Obtaining data from participating 
carriers. USTRANSCOM will annually 
notify those participating carriers to 
provide data using the USTRANSCOM 
cost package and related instructions. 
The data provided includes pricing 
data, cost data, and judgmental infor-
mation necessary for the 
USTRANSCOM contracting officer to 
determine a fair and reasonable price 
or to determine cost realism. Carriers 
will be provided 60 calendar days to act 
upon the request. 

(c) Analysis. (1) USTRANSCOM will 
consider carrier reported DOT Form 41 
costs as well as other applicable costs 
directly assigned to performance in 
USTRANSCOM service. These costs 
will be reviewed and analyzed by 
USTRANSCOM for allowability, 
allocability, and reasonableness. Costs 
may also be audited by the Defense 
Contract Audit Agency (DCAA), as nec-
essary, in accordance with the DCAA 
Contract Audit Manual 7640.01. 

(2) To determine allocation of these 
costs to USTRANSCOM service, 
USTRANSCOM considers carrier re-
ported DOT Form 41 operational data, 
as well as USTRANSCOM S–1, S–2 
mileage reports, fuel reports, and other 

relevant information requested by the 
contracting officer. 

(d) Rates. Rates will be determined by 
aircraft class (e.g., large passenger, 
medium passenger, large cargo, etc.) 
based on the average efficiency of all 
participating carriers within the speci-
fied class. Application of these rates, 
under varying conditions (e.g., ferry, 
one-way, etc), are addressed in the 
Final Rates published in accordance 
with § 243.4(h). 

(e) Components of the rate—(1) Return 
on Investment (ROI). ROI for 
USTRANSCOM service is intended to 
adequately compensate carriers for 
cost of capital. USTRANSCOM will 
apply a minimum return applied to the 
carrier’s total operating costs. If a full 
return on investment applied to a car-
rier’s capital investment base is pro-
vided in the MOU, the carrier will re-
ceive whichever is greater. 

(i) Full ROI. The full ROI will be com-
puted using an optimal capital struc-
ture of 45 percent debt and 55 percent 
equity. The cost-of-debt and cost-of-eq-
uity are calculated from revenues of 
major carriers as reported to the De-
partment of Transportation. 

(A) Cost-of-Debt (COD). COD will be 
calculated considering the Risk Free 
Rate (RFR) plus the weighted debt 
spread, with the formula as agreed 
upon in the MOU. 

(B) Cost-of-Equity (COE). COE will be 
determined by a formula agreed upon 
in the MOU, which considers RFR, 
weighted betas, annualized equity risk 
premium and a future expected return 
premium. 

(C) Owned/Capital/Long-Term Leased 
Aircraft. New airframes and related 
support parts will receive full ROI on 
the net book value of equipment at 
mid-point of forecast year. 
USTRANSCOM will apply the eco-
nomic service life standards to aircraft 
as indicated in paragraph (e)(2) of this 
section. 

(D) Short-term leased aircraft. As a re-
turn on annual lease payments, short- 
term leased equipment will receive the 
Full ROI less the cost of money rate 
per the Secretary of the Treasury 
under Public Law 92–41 (85 Stat. 97), as 
provided by the Office of Management 
and Budget, in accordance with the 
MOU. 

VerDate Sep<11>2014 18:56 Sep 06, 2016 Jkt 238132 PO 00000 Frm 00648 Fmt 8010 Sfmt 8010 Q:\32\32V2.TXT 31lp
ow

el
l o

n 
D

S
K

54
D

X
V

N
1O

F
R

 w
ith

 $
$_

JO
B



639 

Office of the Secretary of Defense § 243.5 

(E) Working capital. Working capital 
will be provided in the investment base 
at an established number of days pro-
vided in the MOU. The investment base 
will be computed on total operating 
cash less non cash expenses (deprecia-
tion) as calculated by USTRANSCOM. 

(ii) Minimum Return. USTRANSCOM 
will determine minimum return uti-
lizing the Weighted Guidelines method-
ology as set forth in DFARS Subpart 
215.4, Contract Pricing, or successor 
and as provided in the MOU. 

(2) Depreciation. USTRANSCOM will 
apply economic life standards for new 
aircraft at 14 years, 2 percent residual 
(narrowbody) and 16 years and 10 per-
cent residual (widebody) aircraft. 
USTRANSCOM will apply economic 
life standards for used aircraft as indi-
cated in the MOU. 

(3) Utilization. Utilization considers 
the number of airborne hours flown per 
aircraft per day. USTRANSCOM will 
calculate aircraft utilization in accord-
ance with the DOT Form 41 reporting 
and the MOU. 

(4) Cost escalation. Escalation is the 
percentage increase or decrease applied 
to the historical base year costs to reli-
ably estimate the cost of performance 
in the contract period. Yearly cost es-
calation will be calculated in accord-
ance with the MOU. 

(5) Weighting of rate. Rates will be 
weighted based upon the direct rela-
tionship between contract performance 
and cost incurred in execution of the 
contract. The specific weighting will be 
as defined in the MOU. 

(6) Obtaining data from participating 
carriers. Carriers participating in 
USTRANSCOM acquisitions subject to 
ratemaking shall provide, other than 
certified cost and pricing data for 
USTRANSCOM, rate reviews as re-
quired in the MOU. 

(f) Contingency rate. Authority is re-
served to the Commander, 
USTRANSCOM, at his discretion, dur-
ing conditions such as outbreak of war, 
armed conflict, insurrection, civil or 
military strife, emergency, or similar 
conditions, to use a temporary contin-
gency rate in order to ensure mission 
accomplishment. Any such temporary 
rate would terminate at the Com-
mander’s discretion upon his deter-

mination that such rate is no longer 
needed. 

(g) Proposed rate. Once the data is 
analyzed and audit findings considered, 
USTRANSCOM will prepare a package 
setting forth proposed airlift rates and 
supporting data. The proposed rates 
will be approved by the USTRANSCOM 
contracting officer and posted publicly 
on FedBizOps for comment. The com-
ment period will be as specified in the 
proposed rate package. 

(h) Final rate. Upon closing of the 
comment period, comments and sup-
porting rationale will be addressed and 
individual negotiations conducted be-
tween USTRANSCOM and the air car-
riers. After negotiations have con-
cluded, USTRANSCOM will prepare a 
rate package setting forth final airlift 
rates for each aircraft class, along with 
supporting data consisting of indi-
vidual carrier cost elements. Com-
ments and disposition of those com-
ments will be included in the final rate 
package. The final rates will be ap-
proved by the USTRANSCOM con-
tracting officer and publicly posted on 
FedBizOps for use in the ensuing con-
tract. 

§ 243.5 Commitment of aircraft as a 
business factor. 

For the purpose of rate making, the 
average fleet cost of aircraft proposed 
by the carriers for the forecast year is 
used. Actual awards to CRAF carriers 
are based upon the aircraft accepted 
into the CRAF program. The Secretary 
may, in determining the quantity of 
business to be received under an airlift 
services contract for which the rate of 
payment is determined in accordance 
with subsection (a) of 10 U.S.C. 9511a, 
use as a factor the relative amount of 
airlift capability committed by each 
air carrier to the CRAF. 

(a) Adjustments in commitment to target 
specific needs of the contract period. The 
amount of business awarded in return 
for commitment to the program under 
a CRAF contract may be adjusted prior 
to the award of the contract to reflect 
increased importance of identified air-
craft categories (e.g., Aeromedical 
Evacuation) or performance factors 
(e.g., flyer’s bonus, superior on-time 
performers, etc.). These adjustments 
will be identified in the solicitation. 
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